1 We are grateful to Laurent Baudry for excellent research assistance with the data. We thank Juan Jimeno, Ana Lamo and participants to the WDN network for helpful discussions and valuable comments on a previous version of this paper. The views expressed herein are those of the authors and do not necessarily reflect those of Banque de France. Any errors or omissions remain the sole responsibility of the authors. affected by a decrease in demand considered as long-lasting by more than 40% of them, especially in the construction sector and among small firms. In contrast, less than 20% of firms (weighted by their employment) report that the unavailability of credit had an effect on their activity. Over the period, despite the economic downturn, the amount of total costs increased for 70% of firms (weighted by their employment) mainly through an increase in labour costs and secondly in the cost of supplies. In particular, base wages continued to increase for a large share of firms, suggesting strong downward wage rigidities. Many firms indicate substantial difficulties in adjusting the labour force: throughout the crisis it became more difficult to hire qualified employees, to adjust working hours or to move workers to different job positions. The joint presence of difficulties in finding employees and unemployment growth suggest that structural unemployment increased in France in recent years. Other factors considered as significantly constraining for employment growth by a large majority of firms are uncertainty about economic conditions, risks that labour laws are changed, high payroll taxes and firing costs.
Non-technical summary
To investigate the consequences of the Crisis on firms, the Banque de France, in coordination with the European Central Bank (ECB) and 24 other national central banks surveyed about 1150 firms between June and September 2014. This survey was coordinated by the Wage dynamics network (WDN), a research network dedicated to the study of the features and sources of wage and labour cost dynamics and their implications for monetary policy in the euro area.
Firms were surveyed simultaneously across 25 countries of the European Union on the basis of a common questionnaire. This paper focuses solely on France and provides a detailed tabulation of the answers of French firms to each question. Some questions are examined with respect to the size and sector dimensions of the respondents. Readers interested in other countries participating in the survey can obtain information on specific reports on the ECB website.
Following two previous surveys on 2007 and 2009, this one investigates deeply the behaviour of firms during the period 2010-2013 and their reactions to labour market reforms which occurred during this period. First, firms were surveyed about the nature of the shock: in particular, the survey asked if the main drivers of their economic activity were changes in the demand or constraints in accessibility of funding. Second, the survey investigated how firms adjusted prices, employment and wages during this period. Finally, firms were interrogated on the main obstacles to hiring.
The results show that the main economic shock that have affected the firms' activity was a tightening of demand. Confronted with such an issue, firms had to adapt their behaviour to the evolution of their activity. The nature of their adjustment provides interesting information about the structural rigidities that affect the French labour market. The main result of the survey for France is that base wages were not responsive to the drop of activity, even at the firm level.
Strong rigidities seem to have prevented firms from adjusting the wages. The survey allows to distinguish between firms which were constrained by their demand (mostly small firms and in the construction sector) from firms whose situation was better. These firms report increasing difficulties to find employees who have the required skills. This evidence is a matter for concern about the ability of French firms to benefit from an economic recovery, since such difficulties arise even in a period of high unemployment.
Introduction
France's GDP contracted by 2.6% in 2009. While the downturn was lower than the OECD average, this recession has been the deepest experienced since World War II. Since 2009, the recovery remains slow and the economy has stalled, with no economic growth in 2012, and only a 0.7% increase in GDP in 2013 and 0.2% in 2014 (Figure 1a) .
Simultaneously, the labour market deteriorated rapidly and the unemployment rate increased substantially, from 7% in 2008 to 10.3% in 2013 (Figure 1b) . While the unemployment rate stabilised in 2013-2014, its level remains very high in 2014, at 10.4% in the third quarter, still at a lower level than in the Euro area.
In light of the depth of the crisis, an important question is which public policies could improve the economic growth and the employment situation of the French economy. The appropriate policies depend on how the economic environment of firms was affected by the crisis and on the constraints that they currently face when they make hiring or firing decisions. While these are key questions, there is relatively little direct empirical evidence from firms.
To investigate these issues, the Banque de France, in coordination with the European Central Bank (ECB) and 24 other national central banks surveyed about 1150 firms between June and September 2014. This survey was coordinated by the Wage dynamics network (WDN), a research network dedicated to the study of the features and sources of wage and labour cost dynamics and their implications for monetary policy in the euro area.
Created in 2006, the network has produced a substantial amount of research which has generated a large interest in both the academic and policy circles. 6 Results from a first and second survey in 2007 and 2009 provided major insights on the response of firms to economic shocks on important topics such as the adjustment of labour costs when nominal wages are rigid (Babecky et al. 2012) , the response of prices and wages to shocks (Bertola et al. 2012) or the determinants of wages of newly hired workers (Galuscak et al 2012 Firms adjusted their payrolls mainly through reductions in temporary and permanent staff and, to a lesser extent, using the variable components of compensation (Horny et al., 2010) .
The 2014 survey investigates more deeply the behaviour of firms during the period 2010-2013 and their reactions to labour market reforms which occurred during this period. First, firms were surveyed about the nature of the shock: in particular, the survey asked if the main drivers of their economic activity were changes in the demand or constraints in accessibility of funding.
Second, the survey investigated how firms adjusted prices, employment and wages during this period. Finally, firms were interrogated on the main obstacles to hiring.
The rest of the paper proceeds as follow. In the next section, we explain the main characteristics of the French labour market and the institutional changes implemented during the 7 crisis. We describe the methodology of the data collection procedure in the French case in a third section. In a fourth section, we present the results of the survey. The last section concludes. 
Main Features of the French Labour Market
To better understand the context of the survey, this section aims to focus on the main features of the French labour market and its recent evolutions and to present the late French labour market reforms. In section 4, the survey provides a way of analysing the success or otherwise of the labour market reforms that happened during 2010-13.
a. Main institutional characteristics of the French labour market
Labour relations in France are characterized by a sophisticated system of employee representation where both trade unions and elected representatives coexist at the firm level.
French trade unions are divided into a large number of confederations, competing for memberships. The share of union membership is among the lowest in the OECD countries with only 7% of employees reporting to be member of a union.
At the national level, representatives of the main unions negotiate agreements with employers' associations that are often "translated" into law by the Parliament.
8 Negotiations between the social partners occur also at the firm and industry level. 9 Bargained industry-specific and occupation-specific wage floors have to be negotiated every year at the industry level. Each industry has its own classification, which can be very complex (Fougère, Gautier and Roux, 2015) . Most often, agreements signed at the industry level by unions and employers' association are extended by the government to all firms in the industry, including the ones which don't belong to the employers' associations that have signed it. This extension mechanism explains why collective bargaining coverage is very high, around 95%.
In addition to the collective bargaining at the industry level, firms where union representatives are present are entitled to negotiate every year on wages. Unlike industry level bargaining which specifies wage floor levels, only collective wage rises are negotiated.
In 2008, a reform of industrial relations gave a more important role to the firm level bargaining with respect to the industry level bargaining. 10 Firm level agreements could depart from industry level agreements on several domains such as the working time. For the last decade, the number of firm level agreements has strongly increased, reflecting a decentralization process of the industrial relations from the industry level to the firm level (Naboulet, 2011) .
Finally, the national minimum wage is relatively high in France as it stands at about 60% of the median wage. However, since social contributions are progressive up to 1.6 times the minimum wage, its cost is in the median range among the OECD countries. The national minimum wage is increased every year, its progression being indexed to the inflation plus half of the increase of the average real wages of blue collar workers and employees. their mandatory requirements, it provided incentives to the social partners to set the lowest bargained minimum wages in each industry at a higher level than the national minimum wage, which had a supplementary inflationary effect on wages (Fougère, Gautier and Roux, 2015) . 10 Simultaneously, national representativeness rules of unions were set based on professional elections of union representatives. This reform established in 2012 the representativeness of the five major trade unions in France. 11 The national minimum wage is set by the government after having been presented to national representatives of unions and employers' associations. See Cette, Chouard et Verdugo (2013) and Cette and Wasmer (2012) for a discussion of the consequences of this adjustment mechanism. Recent research suggests that the growth of the minimum wage is responsible of a significant compression of the lower part of the wage structure in the last decade (Verdugo, 2014) . 
c. Characteristics of the wages and employment dynamics during the crisis
Our report draws on previous studies on the impact of the crisis over wages and employment.
Deroyon and Romans (2014) study the evolution of wage and employment bargaining during the crisis. Based on a survey of 4,000 firms with more than 20 employees in the non farm business sector (enquête REPONSE), their results show that over the 2008-10 period, a firm was much more likely to face a decrease in its activity than six years before. The wage adjustment was principally associated to the tightening of activity but also to the composition of the firm's workforce. Decline in enrolment levels were more frequent in industries and corporate groups, even more than the decrease of activity should cause. Askenazy et al. (2013) examine wage dynamics in time of crisis. They explain that wage dynamics in France have their origins as much within firms as in the labour market institutions.
In spite of the crisis, there is no evidence that the average net real wage has been affected over the 2008-10 period. Part of the apparent increase in net real wages in the private sector during the crisis is due to composition effect: job cuts mainly affected employees receiving low remuneration. When it comes to rigidities, the authors report that part of wage rigidity is explained by behavioural factors since firms want to preserve incentives and positive workplace atmosphere. Secondly, in addition to the national minimum wage growth, the broad coverage of industry-wide agreements limits the ability of firms to adjust wages (Fougère et al. 2015) . Audenaert et al, (2014) and show that since 2008, wage growth slowed far less than productivity. Two factors could explain such a situation: firstly a change in the structure of the workforce, secondly the presence of downward wages rigidities. Both studies conclude that downward wage rigidities were not that important, using the French Labour Force survey ( 
The survey
Before using the survey to analyse how conditions in the French labour market changed over the period 2010-13 in response to shocks and policy changes, we describe in this section the survey itself and the characteristics of the sampled firms.
a. Sample
The third wave of the WDN survey was carried out using an initial population of 4,778 firms, regularly interviewed for the monthly Business survey of the Banque de France (Enquête de conjoncture). 13 These firms cover 20 % of the sales turnover of the general population 14 , and the way the sample has been drawn ensures its representativeness.
The survey was carried out in collaboration with local branches of the Banque de France, in particular the local managers of the Business survey who regularly interview the same personal contacts within firms. 15 These regular interactions were seen as a way to improve both the response rate and the accuracy of the answers.
b. Response rate and characteristics of the respondents
The data was collected between June and November 2014 using email, phone contact or regular mail. Overall, 1,156 answers were received, mostly by e-mail: the global response rate is thus 24%. 16 They are representative of the 365,000 firms with more than 5 employees active in the manufacturing industry and other sectors. The response rates vary from 58% to 100% depending on the question. For more than 80% of questions, the response rates are higher than 90%, suggesting that most respondents completed the questionnaire. The answers have been mostly provided by human resources or finance managers, who have a good knowledge on the subjects of the survey (Table 1 ).
The survey covers the following sectors of the NACE Rev. 2 classification of economic activities in the European Community:
13 After discarding firms with less than five employees, the initial database included 10,054 companies. We retained the 957 largest firms in terms of sales turnover while 3,821 firms were randomly selected amongst the 9,097 remaining firms. 14 These firms account for about 90 % of the sales turnover of the Business survey sample. The firms were selected among the samples of seven separate business surveys on construction, wholesale trade, manufacturing, market services, public works and retail trade (two surveys). See the data appendix for details. 15 In some cases, the Business survey relied on several contacts in different establishments for the same firm. For most firms, an a priori selection was made in order to send the questionnaire to only one contact. For some firms, the choice of the respondent was left to the various contacts of the Banque de France in the firm. Overall, 5,364 questionnaire were sent corresponding to 4,778 selected firms: 171 firms received one or more questionnaire in different establishments. However, the final sample only contains one answer per company. As a result, the probability of inclusion in the final sample of firms from the non-exhaustive stratum depends on the number of its contacts with the Banque de France branches. This issue is taken into account in the computation of sampling weights. 16 We do not take into account the mode of transmission in the computation of weights. The choice between e-mail, phone and traditional mail was left to each firm by the survey managers and we assume it did not affect the probability to answer. Among the respondents, the manufacturing industry is over-represented ( Figure 3 ) and small firms are underrepresented (Figure 4 and 5). These biases reflect both to the structure of the initial sample, the sampling method and response biases. To make the results representative, three types of weights were calculated: (i) the basic sampling weight which adjusts for the unequal probability of firms ending up in the realized sample, (ii) the employment adjusted sampling weight which ensures the representativeness of employees in the population, and (iii) the importance weight which is proportional to the size of the firm (in terms of employment). 
Results
This section presents the results of the survey. They aim at examining the nature of the shocks experienced by the firms, how they have reacted to these shocks and how structural rigidities in 17 The computation of the weights had to take into account the differences between the realized sample and the general population. Three effects were taken into account in the computation of weights:
-the probability of inclusion in the initial business survey sample (strata by sector and size: number of employees, revenue by employee) -the probability of inclusion of business survey respondents in the final sample; -a post-stratification using the method of "marginal calibration" to deal with non-response and to improve accuracy. The margins are the number of firms by sector, the number of employees, and the total turnover sales. The post-stratification reduces the dispersion and homogenizes the distribution of original weights. The employment adjusted sampling weight is obtained through a proportional correction of the basic sampling weight by stratum in order to obtain the number of employees. (Cochard et al., 2011) and wages (Askenazy et al., 2012) to the added value changes. Our results suggest also that the structural rigidities of the French labour market have prevented firms from adjusting to the decrease of activity.
To account for the differences in firms' sizes, the reported answers are weighted by the number of employees in the firm. This implies that we give a larger weight to larger firms, thus making the answers representative of the behaviour of firms as experienced by employees. For the sake of completeness, for several questions, we present detailed tabulations of the answers in the Appendix.
a. Sources and size of shocks
In the context of the slow growth in output and the rising unemployment in France discussed in the introduction, here we investigate the sources and size of the shocks experienced by individual firms over this period. 
Source: WDN Survey, Employment weighted distribution
The first part of the survey investigates how the environment of firms has changed during the 2010-2013 period. A first important question is the nature of the economic shock. 55% of firms respond that a change in demand decreased their activity ( Figure 6 ). This share is particularly large in the construction sector where it goes up to 74% and for firms with less than 50 employees where this share is of 60% (Table 2) . A large share of firms indicates that demand factors such as changes in customer ability to pay and increased demand volatility have also influenced their activity with some differences according to their sector or size (see table 2 ).
Conversely, only 30% of firms report an increase in demand. Relatively few firms (around 18%) declare that a change in external access to credit has influenced their operations. Firms in the construction or small firms declare more often having been affected by a decrease in their external access to credit. However, differences remain small: only 26% of the firms in the construction have declared such difficulties and only 23% of firms with less than 20 employees (Table 2) . 18 In accordance with this, the unavailability of credit or the cost of credit had little influence on the activity of more than 80% of firms ( Figure 7 ). This result is also consistent with Kremp and Sevestre (2011) 18 An ordered probit analysis shows that these differences are not significant.
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(SAFE) in the euro area (ECB, 2009 (ECB, , 2010a (ECB, , 2010b (ECB, , 2011 . According to this survey, less than 3% of French SMEs report they had suffered from a full credit rationing either in 2009 in2010. 
Source: WDN Survey, Employment weighted distribution
Did this decrease in demand was long-lasting or only temporary? Predictably given the severity of the downturn, the decrease in the level of demand was considered as long lasting by 40% of firms and partly persistent for 37% of them (Figure 8 ). Overall, less than 20% of firms respond that the decrease in some component of demand was transitory. In addition, the stronger the perceived shock, the more persistent it was. Among the 19.2% of firms which declare a strong demand shock and have decreased their activity, only 5% declare that this shock was transitory, against 15% for the firms which report a moderate demand shock. 
45% and 32% of firms have respectively experienced a decrease in demand and in prices in the domestic market ( Figure 9 ). There is also a significant heterogeneity as 30% and 40% of firms indicate that domestic demand and prices have increased.
Confirming the evidence presented in table 2, firms in the construction sector are the ones who most often report a decrease in the domestic demand, as well in the domestic prices. As expected, this sector is less concerned with foreign demand or prices. This is the opposite for firms in the manufacturing industry which report more often increases or decreases of the foreign demand. The service sector is the one where the firms most often report an increase of their domestic demand. Small firms report less having experienced an increase of their domestic demand (around 24% versus 30% for larger firms). But this difference is to be related to the overrepresentation of construction firms within the small firms. The shocks that the French firms had to face were mainly related to their activity, which was mainly associated to a sluggish domestic demand. Firms in the construction were the most affected during the period 2010-2013. The difficulties faced by the firms do not seem to be related by a more difficult access to credit.
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The crisis can have affected the productions costs by two channels: a direct one by impacting the prices of the inputs, and an indirect one by modifying their use of each input. Figure 10 shows that most firms indicate that total costs have increased moderately or strongly during the 2010-2013 period. Despite the increase in the unemployment rate and the implementation of the CICE tax credit in 2013, 80% of firms indicate that the increase in costs has reflected in part an increase in labour costs (Figure 10 ). In accordance with the previous results, less than 25% of firms indicate an increase in the financing cost. The fact that the share of firms which report an increase of their labour costs is higher than the share of the ones who report an increase of their total costs suggests that some (but few) of them might have decreased other costs to maintain their total costs similar.
A very large share of firms report an increase of their total costs between 70% and 75% whatever their sector or their size (table 4) . There is a little more variation concerning labour costs: firms in the construction or trade sectors report less often increases (75%) than services (85%). But in all cases, more than 75% of firms report an increase of these costs. There is more variability across sectors of the increase of the costs of supplies: only 50% of firms in the service industry report an increase of these costs, versus 69% in the manufacturing industry. 
. Adjustments strategies of the labour force
To tackle the tightening of demand, firms had to adjust their labour force. Here we investigate the way firms try to answer the challenges they had experienced to reduce labour costs or alter their composition, since they are the main contribution in the evolution of total costs, as pointed out above. Figure 11 decomposes the changes in labour costs. For 80% of firms, the increase in labour costs has reflected an increase in base wages. More surprisingly, about 45% of firms also indicate an increase in the flexible part of their wages over the period.
While the evolutions of the base wages are not very correlated with the perceived demand shocks, this is not the case for the changes in the flexible wage components. Only 35% of firms which report a decrease in their activity have increased flexible wages against 55% for firms which report an increase in activity. appears that the evolution of activity induced by the demand has not affected the change in base wages. This suggests that base wages were not responsive to changes in the activity of the firms and that strong downward wage rigidities were at play, as noticed by Askenazy et al. (2013) .
When it comes to flexible wage components, firms whose activity was negatively impacted by a decrease in their demand have decreased their flexible wage components. The correlation with the activity is the strongest for the number of permanent employees, since an increase of the demand is strongly associated with an increase of the number of permanent employees.
Following the decrease in demand, 27% of firms indicate they had to adjust their workforce. As expected, this proportion is much higher for firms with a negative demand shock (35%) than for firms with a positive demand shock (12%). For firms that needed to reduce labour inputs, collective layoffs were relatively rare with respect to other modes of adjustments and were used by only 6.2% of firms (Figure 12 ). In contrast, 18% of firms have used individual layoffs.
More importantly, 23% of firms have stopped hiring. In addition, as expected in a dual labour market such as France, 15% of firms have adjusted labour inputs by not renewing temporary contracts or agency workers. 
c. Structural rigidities, and changes in labour market conditions
The way firms could adjust to their economic environment was highly influenced by the institutional characteristics of the labour market. Here we focus on the difficulties met by the firms to adjust their workforce during the crisis.
In accordance with the absence of major reforms, few firms indicate an increased flexibility in the adjustment of labour costs, either through employment or wages (Figure 13 and   14) . On the contrary, 40% of firms indicate that it has become more difficult to adjust working hours and 35% of them indicate an increased difficulty in adjusting wages of employees. An important issue is that, in spite of the large increase in the number of unemployed workers, firms nevertheless indicate that it has become more difficult to hire employees. This last result is consistent with the recent research suggesting an increase in structural unemployment in the French labour market (see Maravalle et al., 2014) : a combination of increase in both unemployment and difficulties to hire suggest that the characteristics of many unemployed workers do not currently correspond to the needs of firms. Table 6 presents the determinants of the three most important concerns of the firms regarding their difficulties (figure 14): hiring employees, adjusting working hours and adjusting wages.
Each one of these concerns is quoted by more than 30% of the firms as having become more difficult. It appears first that firms which declare facing a decrease of demand report more often greater difficulties for any proposed actions in the survey. This may be related to the fact that such firms which have adopted these actions had a direct experience of their drawbacks, while those which did not face such a decrease report fewer difficulties to implement then. The only exception lies in the difficulty to hire employees, since both firms which report a decrease or an increase of demand report higher difficulties for this action.
Given the current unemployment crisis, it is important to understand the main factors that have prevented firms from hiring employees. Their answer indicates that uncertainty about economic conditions is relevant or very relevant for more than 90% of them. Labour costs also play a major role in preventing job creation. High payroll taxes and high wages are judged as preventing job creation by respectively 80% and 46% of firms. Interestingly, more than 60% of firms judge that political uncertainties captured by the risk that labour laws are changed are detrimental for their hiring decisions. 
Source: WDN Survey, Employment weighted distribution
In addition, the results also confirm that structural unemployment might have increased in the French labour market: the insufficiently availability of labour is judged as preventing job creation by 70% of firms. Table 7 reports the results of an econometric model (ordered probit) explaining how relevant a factor is in hiring workers with a permanent contract, the main explanatory variables being the sector, the size and the evolution of demand. Only the factors which more than 50% of firms report to be relevant are presented in the table. It shows that the uncertainty about economic condition, as well as firing costs and high payroll taxes are mostly cited by firms which have experienced a decrease in their demand, and among small firms. Conversely, the insufficient availability of labour with required skills is more often considered as an obstacle to hiring in services, by larger firms (between 20 and 199 employees) and by firms whose demand has not decreased. 
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To a large extent, some patterns of wage adjustment are driven by labour institutions such as collective pay agreements (Avouyi-Dovi et al., 2013; Fougère et al. 2015) . In 2013, all firms indicate that a collective pay agreement existed, most of the time bargained and signed outside the firm (80%) while 25% of firms report that an agreement existed within the firm. Such collective pay agreements were adjusted once a year for 35% of firms (Figure 17) . We can use this variable to estimate the effect of the frequency of collective pay agreement changes on the perception of the firms about their base wage increases (cf. table 8). The existence of collective pay agreements does not seem to be significantly correlated with the changes of base wages or flexible wage components. However, firms where such collective pay agreements were changed less frequently than once a year report less increases of their base wages or flexible wage components. For the subset of firms which declare they have not adapted their base wages to inflation, the main reason is that no legal or other type of indexation specified such adjustment (Figure 19 b) . 
Conclusion
The The decrease in economic activity reflected mostly a decrease in demand addressed to firms. Importantly, most firms indicate an increase in costs over the period, particularly labour costs.
This suggests that the implementation of the CICE in 2013 had not been able to reverse this trend. Firms also indicate an increase in the difficulties of hiring qualified employees which suggests the presence of structural unemployment.
We draw two key lessons from these results. First, French firms seem to suffer from both wage rigidities which prevent rapid adjustments of labour costs and relatively high labour costs which tend to deter hiring. This suggests that reforms aimed at making wages more flexible and decreasing the labour costs should be a first order priority.
Second, the increased difficulties in finding employees while unemployment grew indicate that the characteristics of many unemployed do not coincide with the demand of firms.
To reduce structural unemployment, wage flexibility would also help as long unemployment duration depreciates the human capital of unemployed workers. More efficient training policies may improve the human capital of long-term unemployed.
Finally, a worrying issue is that the risk that labour laws are changed is judged as being significantly deterring employment. This suggests a relative lack of predictability of labour market institutions in France by firms. In that sense, recent reforms designed to reduce uncertainty and simplify labour relations are a useful step in the right direction. 
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